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June 30, 2004

The Honorable George W. Bush
President of the United States
The White House

Washington, D.C. 20500

Dear Mr. President:

With great pleasure we submit to you the enclosed report entitled
Revolutionizing Health Care Through Information Technology. We trust
that the recommendations in this report will prove helpful in
improving health care for all Americans—a key goal of the
Administration—Dby showing how to accelerate the application of
information technology in health care.

In our study over the last eight months, the President's
Information Technology Advisory Committee (PITAC) focused
on one of the most fundamental and pervasive problems of
health care delivery: the paper-based medical record. From pre-
scriptions to medical histories and life-critical hospital charts,
patient care today relies on an increasingly antiquated, costly, and
error-prone system of pen-and-paper notations. We heard repeat-
edly from health care providers and practitioners that the poten-
tial of information technology to reduce the number of medical
errors, reduce costs, and improve patient care is enormous.
However, there are significant barriers to innovation that will
require Federal leadership to overcome.

The essence of our recommendations is a framework for a 21st cen-
tury health care information infrastructure that revolutionizes med-
ical records systems. The four core elements of this framework are:

m FElectronic health records for all Americans that provide every
patient and his or her caregivers the necessary information
required for optimal care while reducing costs and administra-
tive overhead.

¢lo National Coordination Offica for Information Technology Research & Development

4201 Wilson Boulevard . Suite [1-4058 . Arlington, VA 22230

T03-292-4873 (ITRD) . FAX (703) 2929097 . nco@nitrd.gov . www.nitrd.gov
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m Computer-assisted clinical decision support to increase the ability of
health care providers to take advantage of state-of-the-art medical
knowledge as they make treatment decisions (enabling the practice of
evidence-based medicine).

m Computerized provider order entry—such as for tests, medicine, and pro-
cedures—both for outpatient care and within the hospital environment.

m Secure, private, interoperable, electronic health information exchange,
including both highly specific standards for capturing new data and
tools for capturing non-standards-compliant electronic information
from legacy systems.

Because these proposals involve significant technical challenges, our 12
individual recommendations address the technical issues in some detail.
We would be happy to discuss them further with members of your
Administration.

Our committee applauds your initiatives to improve the quality of health
care, and we look forward to working with the Administration and
Congtess to realize the vision you have articulated.

Sincerely,
Marc R. Benioff Edward D. Lazowska, Ph.D.
PITAC Co-Chair PITAC Co-Chair

Enclosure
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ABOUT PITAC AND THIS REPORT

About PITAC and This Report

he President’s Information Technology Advisory Committee

(PITAC) is appointed by the President to provide independent
expert advice on maintaining America’s preeminence in advanced infor-
mation technology (IT). PITAC members are I'T leaders in industry and
academe with expertise relevant to critical elements of the national infor-
mation infrastructure such as high-performance computing, large-scale
networking, and high-assurance software and systems design. The
Committee’s studies help guide the Administration’s efforts to accelerate
the development and adoption of information technologies vital for
American prosperity in the 21st century.

Chartered by Congress under the High-Performance Computing Act of
1991 (Public Law 102-194) and the Next Generation Internet Act of
1998 (Public Law 105-305) and formally renewed through Presidential
Executive Orders, PITAC is a Federally chartered advisory committee
operating under the Federal Advisory Committee Act (FACA) (Public
Law 92-463) and other Federal laws governing such activities.

“Revolutionizing Health Cate Through Information Technology,” the
current Committee’s first report to the President, reflects the assessment
of PITAC members that the overall quality and cost-effectiveness of U.S.
health care delivery bear directly on the three top national priorities of
national, homeland, and economic security established by the
Administration. PITAC concluded that although the potential of IT to
improve the delivery of care
while reducing costs is enor-
mous, concerted national lead-
ership is essential to achieving I the delivery of care while

this  objective. Numerous . .
expert bodies have addressed reducing costs is enormous...

the potential benefits to care

...the potential of IT to improve

providers and to individual Americans of applying IT to the complex,
often life-critical, and increasingly costly and error-prone paper-based
realm of medical record-keeping, This report focuses on specific barriers
to the nationwide implementation of health I'T—Dbarriers that can only be
addressed by the Federal government.

vil
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Calling for Federal leadership to spur needed technological innovation,
the PITAC report offers 12 specific recommendations for Federal
research and actions to enable development of 21st century electronic

This report focuses on
specific barriers to the

nationwide implementation

of health IT—barriers that
can only be addressed by

the Federal government.

medical records systems. At the
core of such systems is the concept
of a secure, patient-centered elec-
tronic health record (EHR) that: 1)
safeguards personal privacy; 2) uses
standardized clinical terminology
that can be correctly read by any
care provider and incorporated into
computetized tools to support clin-
ical decision making; 3) eliminates
today’s dangers of illegible hand-

writing and missing patient information; and 4) can be transferred as a

patient’s care requires over a secure communications infrastructure for

electronic information exchange.

The report’s findings and recommendations were developed by the
Health Subcommittee of PITAC during eight months of study. The sub-
committee was briefed by both health care and IT experts in government

and the private sector; reviewed the current literature; and gathered view-

points at a town hall meeting of practitioners, researchers, and members
of the public in conjunction with a major national meeting on health IT.

The subcommittee’s draft findings and recommendations were reviewed

by the whole PITAC on April 13, 2004, and the final report was approved

at its June 17, 2004 meeting;

viii
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OVERVIEW

Overview

he US. health care system is acknowledged to be the wotld’s most
advanced scientifically and technologically. But amid multimillion-
dollar diagnostic instru-
ments, highly trained | ...the most remarkable feature of
caregivers, and a vast
facilities infrastructure, I
the most fundamental
and pervasive basis on .
which Americans receive nlneieenih'ceniury pa perwork ]
health care is the hand-
written notation. Such notations not only form the record of a patient’s
interactions with a health care professional but also serve as the instruc-
tions for treatment, from prescriptions taken to a pharmacy to pre-oper-

this twenty-first century medicine
is that we hold it together with

ative and post-operative surgical procedures.

The paper-based techniques for record-keeping served caregivers and
their patients well in eatlier eras, when most people had a single physician
over many years and much of their medical history resided in that physi-
cian’s memory. In the modern era, however, the enormous complexity and
sophistication of medical practice involving multiple care providers, the
geographic mobility of citizens, and the critical requirement for adequate
patient information in medical decision making have stressed the tradi-
tional modes to the breaking point. Indicators of distress in the health
care delivery system have been visible for some time. Some examples:

m Medical errors, many of which can be prevented, are too common. In
2000, the Institute of Medicine estimated that 44,000 to 98,000 people
die each year from medical errors in hospitals alone.” The magnitude
and consequence of error in the outpatient setting is yet to be tallied.

' Secretary Tommy G. Thompson, remarks offered at the Health Information
Technology Summit, Washington, D.C. May 6, 2004.
http://wwwhhs.gov/news/speech/2004/040506.html.

* Institute of Medicine 1OM). To Err Is Human: Building a Safer Health System.
National Academies Press, Washington, D.C. 2000.

http://www.nap.edu/openbook /0309068371 /html/.
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Medication errors have been found in one of every five doses given in
typical hospitals and skilled nursing facilities, and 7 percent of those
errors (more than 40 per day in a typical 300-patient facility) were
potentially life threatening.’®

Health insurance costs have risen by over 10 percent in each of the
past three years.*

From 17 percent to 49 percent of diagnostic laboratory tests are pet-
formed needlessly because medical history and results of earlier tests
are not available when new tests are ordered.>®

There is no nationwide monitoring system to identify potential epi-
demics at an early stage, to identify patterns of adverse drug reactions,
or to identify bioterrorist incidents in a timely manner.”

While these citrcumstances are well known, the root causes have not been
cleatly identified. In the Committee’s view, the following factors head the list:

The inherent limitation that individual caregivers cannot maintain
every patient’s full background information as well as current scientif-
ic and clinical best practice knowledge in their heads in order to make
the best possible treatment decisions.®

5

Barker KIN,, Flynn E.A., Pepper G.A.,, et al. Medication errors observed in 36
healthcare facilities. Archives of Internal Medicine. 2002;162:1897-1903.

The 2003 Kaiser Family Foundation and the Health Research and Educational
Trust Employer Health Benefits 2003 Annual Survey found that increases in health
insurance premiums were 10.9 percent, 12.9 percent, and 13.9 percent for 2001,

2002, and 2003 respectively. See http://wwwkff.org/insurance/ehbs2003-1-
[setcim]for details.

Tierney WM., McDonald CJ., Martin D.K., Hui S.I.., and Rogers M.P.
Computerized display of past test results: Effect on outpatient testing. ~Awnals of
Internal Medicine. 1987;107:569-74.

Healthcare Information and Management Systems Society. “EHR and the Return

on Investment.” 2003. http://wwwhimss.org/content/files/EHR-ROLpdf.

Regional projects are addressing these issues, but national monitoring is still in
the future. See a recent example research project: Heffernan R., Mostashari F,
Das D., Karpati A., Kulldorff M., and Weiss D. Syndromic surveillance in public
health practice, New York City. Emerging Infections Diseases. May 2004. Available at:
http://www.cde.gov/ncidod/Fid/vol10n05/03-0646.htm.

Miller G. A. The magic number seven, plus or minus two: Some limits on our
capacity for processing information. Psychological Review, 63:81-97, 1956.
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http://www.itrd.gov/outsidelink.php?url=www.cdc.gov%2Fncidod%2FEid%2Fvol10no5%2F03-0646.htm
http://www.itrd.gov/outsidelink.php?url=www.kff.org%2Finsurance%2Fehbs2003-1-set.cfm
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m The absence of necessary patient information and medical knowledge in
the hands of decision makers at the point of clinical decision making,

m An information recording system that relies heavily on human inter-
pretation (e.g., handwriting, dosages).
m The rapid pace of medical advances, which overwhelms the ability of

caregivers to keep up.

The key to solving these problems is greater reliance on IT: to present
the health cate provider with appropriate patient information and knowl-
edge resources at the point of clinical decision making; to record clinical
concepts and events in standard, legible, and computable ways; and to
check for potential errors in the decision-making process. Currently,
most US. hospitals, outpatient settings, and other sites of care lack the
kind of health IT infrastructure that would support these solutions.’
Nationwide implementation of health information technology is the only
demonstrated method of controlling costs in the long term without
decreasing the quality of health care delivered.”

In his January 2004 State of the Union Address, President George Wi
Bush highlighted the importance of IT in health care when he stated, “By
computerizing health records, we can avoid dangerous medical mistakes,
reduce costs, and improve care.” The goal of this PITAC report is to help
accelerate the adoption of IT in the health care sector by providing guid-
ance to overcome the principal technological barriers to moving in this
revolutionizing direction. The Committee’s general findings are that:

’ Recent surveys found that less than 14 percent of hospitals have CPOE systems
and require providers to use them and that approximately 16 percent of primary
care physicians and 11 percent of specialists use an EHR in practice. See
http://www.citl.org/research/ACPOFE_Fxecutive Preview.pdf.

1" The Center for Information Technology Leadership (CITL) projects annual sav-
ings of approximately $44 billion with nationwide implementation of advanced
ambulatory CPOE systems (which incorporate CDS). These savings are based on
avoiding nearly 1.3 million outpatient visits and 190,000 hospital admissions, as
well as more cost-effective medication, radiology, and lab ordering. See
http:/ /wwwicitl.org/research/ACPOE htm.



http://www.itrd.gov/outsidelink.php?url=www.citl.org%2Fresearch%2FACPOE_Executive_Preview.pdf
http://www.itrd.gov/outsidelink.php?url=www.citl.org%2Fresearch%2FACPOE.htm
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m Information technology can significantly reduce errors and costs
while improving the quality of care received by patients in our health

care system.'" "

m Presidential leadership is essential to achieving the full potential of health
information technology because multiple Federal departments and agen-
cies must be coordinated in concert with the private sector, which deliv-
ers most of the cate in our 1.6 trillion dollar health care system.

m Advances in our communications and computational infrastructure
are making wide adoption of health information technology feasible.
Simultaneously, rising health care costs, an aging population, and
increasing medical complexity make the adoption of health informa-
tion technology vital and timely.

To address these findings, PITAC proposes a framework (represented in
Figure 1) for a 21st century health care information infrastructure and
urges Federal leadership in making its development a key national objec-
tive. The four essential elements of this framework ate:

m Electronic health records (EHRs) for all Americans that provide every
patient and his or her caregivers all necessary information required for
optimal care while reducing costs and administrative overhead.

m Computer-assisted clinical decision support (CDS) to increase the
ability of health care providers to take advantage of state-of-the-art
medical knowledge as they make treatment decisions (enabling the
practice of evidence-based medicine).

' For a case study of implementation of electronic medical records (EMRs) and
savings in an outpatient clinical setting, see Barlow S., Johnson J., and Steck J.;
“The Economic Effect of Implementing an EMR in an Outpatient Clinical
Setting.” Journal of Healthcare Information Management, Volume 18, No. 1, Winter
2004. http://www.allscripts.com/_resources/docs/wp/cur/JHIM_1_2004.pdf.

» At one large academic hospital, the savings were estimated to be $5 million to
$10 million annually on a $500 million budget. Another community hospital pre-
dicts even larger savings, with expected annual savings of $21 million to $26 mil-
lion, representing about a tenth of its budget. In addition, in a randomized con-
trolled trial, order entry was found to result in a 12.7 percent decrease in total
charges and a 0.9 day decrease in length of stay. Even without full computeriza-
tion of ordering, substantial savings can be realized. Data from LDS Hospital
demonstrated that a program that assisted with antibiotic management resulted in
a fivefold decrease in the frequency of excess drug dosages and a tenfold
decrease in antibiotic-susceptibility mismatches, with substantially lower total
costs and lengths of stay. See Bates D, Teich J., Lee J., et al. The impact of com-
puterized provider order entry on medication error prevention. Journal of the
Ammmn Medical Informatics A.rxovzatzon 1999 6:313- 21

: .pubmed aih. .
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m Computerized provider order entry (CPOE)—such as for tests, med-
icine, and procedures—both for outpatient care and within the hospi-
tal environment.

m Secure, private, interoperable, electronic health information exchange,
including both highly specific standards for capturing new data and
tools for capturing non-standards-compliant electronic information
from legacy systems.

<
COMPUTERIZED PROVIDER
ORDER ENTRY

\ 4
Lower Cost
Fewer Errors

Higher Quality

FIGURE 1. FRAMEWORK FOR 21ST CENTURY HEALTH CARE
INFORMATION INFRASTRUCTURE




SURMOUNTING THE BARRIERS TO WIDESPREAD
ADOPTION OF HEALTH INFORMATION TECHNOLOGY
Despite the availability and demonstrated results of IT solutions in health
care,” widespread adoption of those solutions is hindered by a series of
barriers: regulatory, technical (especially deployment), cultural, and finan-
cial (real or perceived). While this report addresses some of the most sig-
nificant barriers for which Federal government action may be particulatly
appropriate, considerable research is needed into the nature of and solu-
tions for other barriers.

Medical Errors

Unlike most industries in which IT has improved efficiency, quality, and
productivity, health care still operates using primarily paper-based records,
phone calls, faxes, and mail. A patient’s vital health information is scattered
across records kept in many different locations instead of being available at
the time of care. Reports and x-rays are frequently misplaced, misfiled, or
missing. Paper records are poorly suited for generating routine reminders to
patients or providers of needed immunizations or tests. Health care
providers must keep information about drugs, drug interactions, drugs cov-
ered by managed-care providers (formularies), clinical guidelines, and recent
research in multiple computer systems, on papet, or in memory—a task that
the exploding volume of relevant information makes nearly impossible.
Handwritten orders and prescriptions ate too often misunderstood. Errors
have reached such levels that hospitals relying on paper charts and orders
might legitimately notify their patients as follows:

Please be advised that this hospital uses mannal, paper-based methods for
tracking the process of your care and for implementing the orders of your care
providers. Therefore, nmany orders that your doctors initiate will not be carried
out as written. As a result, you may regrettably receive the wrong medicine, the
wrong dose of the right medicine, the wrong route of administration, or possi-
bly the correct medicine at the wrong fine.

Accelerating the adoption of information technology throughout the
health care environment promises major benefits to consumers, caregivers,

" National Research Council, Ne#working for Health: Prescriptions for the Internet.
Committee on Enhancing the Internet for Health Applications: Technical
Requirements and Implementation Strategies, Computer Science and
Telecommunications Board, Commission on Physical Sciences, Mathematics, and
Applications, National Academies Press, Washington, D.C. 2000.
http://books.nap.edu/catalog/9750.html.
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and those who pay for care. As President Bush has stated, health IT can
save lives, reduce suffering, and make better use of resources."* A presen-
tation to PITAC given by Dr. Elias Zerhouni, Director of the National
Institutes of Health, underscores the importance of a National Health
Information Infrastructure (NHII) to the National Institutes of Health
(NIH) Roadmap goal of accelerating the pace at which new medical
knowledge moves from the research laboratory to the patient’s bedside."”

Unlike the nationalized health systems of many countries, however, the
U.S. health cate system is deliberately composed of private, independent
hospitals, ambulatory care and long term care facilities, and private indi-
vidual and group provider practices. While this arrangement has stimu-
lated competition, maximized consumer choice, and provided ongoing
incentives to excel and to innovate, the free market system does not
inherently generate practical mechanisms for sharing information critical
to patient care. There is no question that linking sites of care in a health
information infrastructure can reduce duplicative services and unneces-
sary hospitalizations that occur because caregivers lack critical patient
information located elsewhere. Unquestionably, electronic health records
and computerized provider order entry tools markedly reduce medical
errors and adverse drug events. However, that linkage must span the
diverse information systems of multiple, unrelated caregivers and institu-
tions that are inherently in competition with one another.

Advances in health information technologies have already proven them-
selves in the care of America’s veterans and military personnel. For exam-
ple, Veterans Administration hospitals have reduced the rate of incorrect-
ly administered medications from 1 in 20 ambulatory care prescriptions to
less than 1 in 100,000. Simultaneously, the annual cost of care per eligible
veteran has decreased by nearly half. The military has pioneered the use of
electronic health records and clinical decision support systems, combined
with electronic tools to involve the patient in the care-giving process.
These initiatives have reduced hospitalizations and markedly improved all
critical benchmarks in patients suffering from respiratory disease, conges-

tive heart failure, diabetes, and other chronic conditions.'

“ US. President’s Radio Address, January 24, 2004.
http://www.whitehouse.gov/news/releases /2004 /01/20040124.html.

* NIH Roadmap at http://nihroadmap.nih.gov/index.asp.

' Presentation to PITAC by Anthony Principi, Secretary, and Jonathan Perlin,
Deputy Undersecretary for Health, Department of Veterans Affairs (VA),
November 2003.
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Reducing Costs

Inherent in the deployment of technology is the challenge of paying for
it and creating incentives for using it efficiently. Many hospitals and prac-
tices may have the capital to invest in and implement I'T' systems, provid-
ed that they are confident the systems and standards are sufficiently
mature not to render their investments soon obsolete. However, the cut-
rent payment system does not provide incentives to health care facilities
and providers to make ongoing investment in the necessary hardware,
software, and training, since many benefits of an effective health infor-
mation system go primarily to patients and to those who pay for their
care. The most critical part of a national infrastructure—the facility for
exchange of health information among facilities and providers—offers
some benefit to individual caregivers, but this infrastructure primarily
benefits patients, payers, and society.

Many private and governmental groups are participating in the develop-
ment of our NHII, but the pace of progress could be significantly accel-
erated by the Federal actions advocated in this report. The long-term
vision for the NHII, expressed by the Department of Health and
Human Services (HHS) and others, is of a totally interconnected, elec-
tronic information infrastructure supporting health care: all information
about a patient from any soutce could be securely available to any health
care provider when needed, while assuring patient control over privacy.

Applying Lessons Learned From

Advances in Other Fields

Many health information technology challenges echo IT issues in other
fields. Wherever possible, the research and development (R&D) effort
should be shared. In PITAC’s view, it is critical that the Federal depart-
ments and agencies focused on health care take maximum advantage of
solutions that have already been developed. Possible models, in particu-
lar regarding computer infrastructure, privacy, and security, may be found
where there is a long history of research, such as at the National Science
Foundation (NSF), the National Institute of Standards and Technology
(NIST), the Defense Advanced Research Projects Agency (DARPA), the
Department of Energy (DOE), and other agencies in the multi-agency
Networking and Information Technology Research and Development
(NITRD) Program. Existing information sources that should also be
taken into account when considering solutions are a National Research




OVERVIEW

Council report on security and privacy'” and the report of the Computing
Research  Association (CRA) Grand Challenges Conference on
Trustworthy Systems.” Two of the four challenges identified by the CRA
report apply directly to health I'T: building large-scale, distributed, reliable
computing systems and providing user control over security and trust.

Education and Training of Health Care Professionals
While many of the recommendations in this report are technical in
nature, PITAC understands that technology cannot be adopted success-
fully without extensive education and training, The 2001 PITAC report
to the President on health IT called for incentives to develop a cadre of
medical professionals with sufficient expertise to develop these training
programs.” PITAC recognizes the importance of that recommendation.
Moteover, as the community demonstration projects proposed by
PITAC grow and thrive, the learning and successful methods must be
shared with other communities and the general public.

Privacy and Security of Electronic Health Records

The PITAC recommendations in this report are fully cognizant of and
compatible with the provisions of the Health Insurance Portability and
Accountability Act (HIPAA). A robust NHII will require a firm founda-
tion of trust. Americans must be assured that their confidential health
information will not be misused and that there are adequate legal reme-
dies in the event of inappropriate behavior on the part of either author-
ized or unauthorized parties. HIPAA and its subsequent rule making
have provided that framework—a framework that will continue to evolve
as the challenges of implementing the NHII are addressed.

'" National Research Council, For the Record: Protecting Electronic Health Information.
Committee on Maintaining Privacy and Security in Health Care Applications of the National
Information Infrastructure, Computer Science and Telecommunications Board,
Commission on Physical Sciences, Mathematics, and Applications, National
Academies Press, Washington, D.C. 1997.
http://www.nap.edu/readingroom/books/ftr/.

' CRA Conference on “Grand Research Challenges in Information Security &
Assurance” Aitlie House \X/arrenton VA. Novcmber 16 19, 2003.

v Tmﬂyrwwmg Hm/f/y Care Tbmug/J Iﬂfammtzon Technology, President’s Informatlon
Technology Advlsoty Commlttee Februarv 9, 2001.
d. bs
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PRESIDENT’S INFORMATION TECHNOLOGY ADVISORY COMMITTEE

Networking and Information Technology

Research and Development (NITRD)

The 11-agency NITRD Program is the Federal government’s principal
locus of fundamental research and development in advanced information
technologies, including high-end computing components and software;
wired, wireless, and hybrid high-speed networking; development of soft-
ware and software-intensive systems; human-computer interaction and
information management technologies; and social and economic implica-
tions of information technology. Most recommendations made in this
report are targeted for health information technology research and devel-
opment that is part of the NITRD Program, particularly R&D adminis-
tered through the Agency for Health Care Research and Quality (AHRQ)
and the National Institutes of Health (NIH), both part of HHS.

More broadly, however, the coordinated IT research portfolio of the
NITRD agencies provides a rich and diverse assortment of R&D activi-
ties and new technologies across the spectrum of information technolo-
gies that could be extremely helpful in developing the health care capa-
bilities discussed in this report. Many of the technical barriers described
represent pervasive I'T issues, particularly those inhibiting the deploy-
ment of secure, interoperable information exchange. PITAC urges the
Federal health care agencies to join in the interagency efforts to respond
to these overarching I'T issues.

For example, a recent report of the NSF Blue Ribbon Advisory Panel on
Cyberinfrastructure recommended that NSE establish and lead a large-
scale, interagency, and internationally coordinated Advanced
Cyberinfrastructure Program (ACP) to create, deploy, and apply cyberin-
frastructure in ways that radically empower all scientific and engineering
research and allied education.” The same issues need to be addressed in
promoting the deployment of a secure, private, interoperable health infor-
mation exchange infrastructure. Efforts to resolve the issues in doing so
need to be coordinated across all Federal agencies. This report emphasizes
areas where, in PITAC’ view, the NI'TRD Program has opportunities to
accelerate development and deployment of private and secure electronic
health records and related health information technology across the
United States.

* The full report of the Advisory Panel is available at

http:/ /www.cise.nsf.gov/sci/reports/toc.cfm.
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FINDINGS AND RECOMMENDATIONS

Findings and Recommendations

he PITAC’ findings and recommendations are grouped into two
parts. Part I focuses on electronic health records, computer-assisted
clinical decision support, and computerized provider order entry. Part 11
focuses on secure, pri-
vate, interoperable elec-
tronic health informa-

tion exchange. There is a
great deal of overlap in
these recommendations,
indicating the degree to
which cote elements are
inherently interrelated.
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:\\ PRESIDENT’S INFORMATION TECHNOLOGY ADVISORY COMMITTEE

Part [I—Promoting the Electronic Health
Record, Clinical Decision Support, and
Computerized Provider Order Entry

1. Economic Incentives for Investment
in Health IT

FINDING:

Investment in health I'T by physicians, hospitals, and other caregivers is
inhibited because much of the benefit is perceived to flow to external
parties, primarily payers. There are no reliable studies that document the
returns on such investments to providers, payers, patients, and society.
The incentive to invest in systems that exchange health data among
potentially competing caregivers is even less well documented and there
may be perverse economic incentives that inhibit such investment,
despite clear evidence of improved safety and reduced duplication of
services. In addition, potential government investment is hampered by
lack of sufficient economic information to document and score resulting
savings to the Federal budget.

RECOMMENDATION:

Increase Federal support for demonstration-based studies that quantita-
tively measure all major costs and benefits of public and private NHII
and EHR investments and practices. Where benefits are not directly
returned to those who must invest in I'T solutions, Federal means should
be sought for redressing the imbalance. One approach that should be
studied is that of adopting reimbursement incentive structures that
reward the use—rather than merely the installation—of EHR systems,
health information exchange, electronic order entry, and computerized
decision support under Medicare and other Federal health care programs.
Approaches should also be identified to encourage private payers to pro-
vide similar incentives and to measure the impact of those incentives.
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ECONOMIC INCENTIVES FOR INVESTMENT IN HEALTH IT

DISCUSSION:

Financially stressed caregiver organizations, and even those not so finan-
cially stressed, often hesitate to invest in I'T solutions because of a broad
perception within these organizations that they receive little financial
benefit from the improved quality and safety associated with health IT
under current public and private reimbursement policies. Although there
are clear potential benefits associated with reducing the burden of man-
aging paper records, reducing medication errors to shorten hospital stays,
and similar outcomes of computerization, there are no compelling eco-
nomic studies—controlled or otherwise—to guide the community. The
resulting uncertainty and lack of evidence concerning return on invest-
ment (ROI) has slowed IT investment decisions in the private sector.
Conversely, in Federally funded hospitals—most notably the Veterans
Health Administration, where payer and caregiver are combined—uni-
versal adoption of health I'T systems began more than a decade ago.

The effectiveness of investment in I'T solutions would be enhanced by the
availability of better information on the costs and benefits of alternative
architectures and system choices. Competitive, peet-reviewed develop-
ment and demonstration efforts that document the benefits of health IT
investment to patients, providers, payers, and society are critical to mov-
ing forward. This may be achieved by an expansion of programs already
conducted by units within
HHS—AHRQ and the Office
of the Assistant Secretary
for Planning and Evaluation | returned to those who must
(ASPE). However, input into
the design of such research
should be sought from the | mea